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Abstract: In the Present Scenario Fossil fuels, especially petroleum products, occupy a pre-eminent 
position in all economies of the world. As a key primary source of energy, they necessitate involvement of 
the Government in pricing, production and distribution. Energy security continues to be of concern to 
India as the country faces huge challenges in meeting its energy needs. The country depends on imports of 
crude oil to meet more than 77% of its petroleum products requirement.A survey was carried out for 
2000 People in and around Bangalore city. This paper focuses on various aspects of Domestic LPG 
consumption and comparing different elements of consumers. 
I. INTRODUCTION 
LPG, Liquefied Petroleum Gas, is a mixture of 
hydrocarbons, which are in the gaseous state at 
ambient temperature and pressure and are liquefied 
under pressure for easy storage, handling & 
transportation in pressurized vessels. It is obtained 
through Crude Oil refining or from Natural Gas 
through fractionation. Butane & Propane are the 
main constituent hydrocarbons in LPG. The 
Chemical composition of propane is C3H8 and 
butane, C4H10. Others present in traces or small 
fractions are Iso-butane, butylene, n-butane, 
propylene. LPG is highly inflammable. LPG is 
odorless, colorless and is heavier than air. Ehtyle 
Mercaptan is added as odouriser for detection of 
any leak. LPG as per IS: 4576 is being marketed in 
India. 
LPG is a pure, clean energy source which provides 
even and controllable heat which makes it ideal 
heat & power source for a wide range of uses. 
Since LPG is almost free from Sulphur it can be 
used in sensitive applications like specialized 
chemical processes. It is a safe, clean burning, 
reliable, high calorific value fuel.  
In addition to it use as a domestic fuel, it is also 
widely used in industries, where there is a 
requirement of low Sulphur content fuel and fine 
temperature controls which conforms to IS:4576-
1999 specifications.   
Properties of LPG: 
 LPG is twice as heavy as air and half as 
heavy as water.  
 LPG is colorless & odorless; hence an 
odorant is used to detect leaks. 
 LPG can be compressed at a ratio of 
1:250, which enables it to be marked in 
portable containers in liquid form.  
 LPG is safe fuel & ignites only within the 
specified LPG- Air ratio of 2% to 9%.  
 A high calorific value of 11,900 Kcal/Kg 
results in high efficiency heat output.  
Advantage of LPG Compared to other fuels: 
 Clean Burning, no soot, burners have a 
longer life - so maintenance is low  
 No spillage as it vaporizes at atmospheric 
temperature and pressure.  
 Effects of corrosion are greatly reduced  
 Instantly controllable flame temperature  
 Avoids scaling and decarburizing of parts  
 Environmentally friendly with minimal 
sulphur content & sulphur-free emissions  
 Very high efficiency with direct firing 
system  
 Free form peak time premium rates, unlike 
electricity.  
 One rate round clock  Can be used for a 
variety of applications 
II. LITERATURE SURVEY 
On January 30, 2014, following increasing public 
recognition of the extensive problems with the 
design and administration of the DBT scheme, and 
related lobbying to scale back or cancel the 
program within the ruling Congress Party, the 
Minister for Oil and Natural Gas announced the 
immediate suspension of the initiative pending 
formation of a committee to consider the issues 
raised (Mehdudia, 2014). 
The introduction of the original six-cylinder 
household quota had a substantial and immediate 
impact on LPG consumption in the short term. 
Following the imposition of the household cap in 
October 2012, consumption registered four months 
of negative year-on-year growth (leading to a full-
year increase in consumption in FY 2012/13 of 1.6 
per cent, as against 7.1 per cent in FY2011/12). 
The small year-on-year increase then registered in 
March 2013 was likely driven primarily by the 
revision of the per-household quota from six to 
nine in January 2013, increasing the allocation for 
the remainder of the year from three to five and 
leading to increased uplift of subsidized cylinders 
prior to year-end. 
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The effect of the initial cylinder cap was likely 
compounded by the cancellation or suspension 
(prior to verification) of LPG connections by the 
OMCs, price increases for non-subsidized 
household, commercial and auto LPG products (as 
a result of pass-through of rising oil costs) and a 
generalized reduction in demand due to slowing 
rates of economic growth. Following the revision 
of the cylinder quota to nine per household from 
April 2013, year-on-year consumption growth rates 
remained negative for the first quarter of FY 
2013/14 before returning to sustained positive 
growth from September 2013 onwards.22 The 
introduction of DBT, while affecting short-run 
consumption at a local level in pilot districts, has 
had no significant effect on aggregate consumption 
in the period to date, with any localized impacts 
related primarily to supply disruptions and other 
administrative problems. 
The large majority of the population in the bottom 
two thirds of the income distribution scale currently 
receive little or no direct benefit from LPG subsidy 
expenditure, and none of the principal reforms 
undertaken since September 2012 have directly 
addressed this basic distributive disparity. 
Despite this, the relative propensity of wealthier 
households to consume a greater number of 
cylinders makes the application of a cap on 
consumption per connection a simple and effective 
transitional measure to curtail subsidy transfer to 
the upper deciles of the population, and generate 
fiscal space for more efficient social expenditure. 
The introduction of an initial annual quota of six 
cylinders per household in September 2012—
reflecting the estimated average consumption per 
connected household, with a reported 83 per cent of 
households consuming six cylinders or less—
therefore represented a significant step towards 
limiting the regressive distribution of subsidy 
benefits. The subsequent expansion of the cap to 
nine cylinders in January 2013 reversed much of 
this progress, extending fully subsidized 
consumption to a reported 89 per cent of connected 
households. The further revision to 12 cylinders per 
household in January 2014 then marked an 
effective reversion to the previous subsidy regime, 
restoring fully subsidized consumption to an 
estimated 97 per cent of connected households 
(Ranjan & Singh, 2014).  
The aggregate impacts of the recent reform 
measures to rationalize LPG connections and 
introduce DBT for LPG on subsidy distribution 
have been similarly limited. Due to a lack of 
publicly availability data, the distributional effects 
of the connection verification process initiated in 
conjunction with the cylinder cap are difficult to 
accurately estimate. Where it was implemented 
prior to cancellation, the net effect of DBT for LPG 
on the social distribution of subsidy benefits among 
connected households is likely to have been 
regressive, with both the design of the scheme and 
the form of its implementation placing 
disproportionate burdens on poorer beneficiaries.    
India continues to incur budgetary and non-
budgetary expenditure of over INR40,000 crore per 
year subsidizing liquefied petroleum gas (LPG) 
consumption.The benefits of this subsidy accrue 
disproportionately to wealthy households in urban 
areas, with the majority of the population in the 
bottom two thirds of the income distribution scale 
currently receiving little or no direct benefit from 
LPG subsidies. The introduction of a household 
cylinder cap in September 2012 succeeded in 
limiting the growth of subsidy expenditure (despite 
deteriorating external conditions) and improving 
the social distribution of the subsidy among 
connected households.  
By twice raising the household cylinder cap, the 
government has effectively reversed most of the 
progress it had made in capping total LPG 
subsidies and curtailing their regressive social 
distribution. The Direct Benefit Transfer for LPG 
program does not decouple resource transfer from 
fuel consumption and should not be confused with 
a targeted cash transfer program. As currently 
structured, there is no case for the introduction of 
Direct Benefit Transfer for LPG on the grounds of 
equity, administrative efficiency or fiscal 
responsibility.  
The earlier Expert Group, February 2010 had stated 
that “the price of domestic LPG should be 
periodically revised based on increase in paying 
capacity as reflected in the rising per capita 
income. The subsidy on domestic should be 
discontinued for all others except the BPL 
households once an effective targeting system is in 
place”. Dr. Vijay Kelkar Committee report on 
“Roadmap for Fiscal Consolidation”, in September 
2012 have also recommended increase in the price 
of Domestic LPG by  Rs.50/Cylinder and smaller 
& more frequent price revisions in future to 
eliminate the LPG subsidy by 2014-15. 
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III. DATA ANALYSIS & RESULTS 
Table 1 : Statistics for 5 Questions 
 what is 
your age? 
what is your 
highest level of 
education? 
The rural households 
uses fewer cylinders 
than urban households 
Is domestic LPG 
consumption for rural 
more than urban areas? 
The consumption 
expenditure in 
rural areas 
N 
Valid 2000 2000 2000 2000 2000 
Missing 0 0 0 0 0 
Table 2 : Statistics for 2 Questions 
 The consumption expenditure in 
Urban areas 
LPG consumption for the energy as the primary source of 
cooking & lighting in Urban Areas. 
N 
Valid 2000 2000 
Missing 0 0 
 
 
Figure 1: Age of the participants 
 
Figure 2: Qualifications of the participants 
 
Figure 3: Age of the participants 
 
 
 
 
Figure 4: Is domestic LPG Consumption more than 
urban areas 
 
Figure 5: The Consumption expenditure in rural areas 
 
Figure 6: The consumption expenditure in urban areas 
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Figure 7: LPG Consumption for the energy as primary 
source 
Chi-Square Test 
Table 3 :The rural households uses fewer 
cylinders than urban households 
 Observed 
N 
Expected 
N 
Residual 
strongly 
agree 
800 500.0 300.0 
agree 580 500.0 80.0 
strongly 
disagree 
178 500.0 -322.0 
disagree 442 500.0 -58.0 
Total 2000   
 
Table 4 : Is domestic LPG consumption for 
rural more than urban areas? 
 Observed 
N 
Expected 
N 
Residual 
strongly 
agree 
378 500.0 -122.0 
agree 578 500.0 78.0 
strongly 
disagree 
642 500.0 142.0 
disagree 402 500.0 -98.0 
Total 2000   
Table 5 :The consumption expenditure in rural 
areas 
 Observed 
N 
Expected 
N 
Residual 
1000-2000 642 500.0 142.0 
2000-3000 578 500.0 78.0 
3000-4000 600 500.0 100.0 
4000 an 
above 
180 500.0 -320.0 
Total 2000   
Table 6 : The consumption expenditure in Urban 
areas 
 Observed 
N 
Expected 
N 
Residual 
1000-2000 
378 500.0 -122.0 
2000-3000 
378 500.0 -122.0 
3000-4000 
600 500.0 100.0 
4000 and 
above 
644 500.0 144.0 
Total 
2000   
Table 7 : LPG consumption for the energy as the 
primary source of cooking & lighting in Urban 
Areas. 
 Observed 
N 
Expected 
N 
Residual 
strongly 
agree 
800 500.0 300.0 
agree 
580 500.0 80.0 
strongly 
disagree 
440 500.0 -60.0 
disagree 
180 500.0 -320.0 
Total 
2000   
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Table 8 : Test Statistics
 The rural 
households uses 
fewer cylinders 
than urban 
households 
Is domestic LPG 
consumption for 
rural more than 
urban areas? 
The 
consumption 
expenditure in 
rural areas 
The 
consumption 
expenditure in 
Urban areas 
LPG consumption for 
the energy as the 
primary source of 
cooking & lighting in 
Urban Areas. 
Chi-
Square 
406.896
a
 101.472
a
 277.296
a
 121.008
a
 404.800
a
 
df 3 3 3 3 3 
Asymp. 
Sig. 
.000 .000 .000 .000 .000 
a. 0 cells (0.0%) have expected frequencies less than 5. The minimum expected cell frequency is 500.0. 
IV. CONCLUSION 
The price of domestic LPG should be periodically 
revised based on increase in paying capacity as 
reflected in the rising per capita income. The 
subsidy on domestic should be discontinued for all 
others except the BPL households once an effective 
targeting system is in place. For calculation of the 
under-recoveries incurred by the OMCs on sale of 
PDS kerosene and domestic LPG, the extant 
methodology based on import parity pricing may 
be continued so long as country remains a net 
importer of kerosene and LPG. The under-
recoveries of OMCs due to petrol and diesel will be 
nil. A mechanism for financing under-recoveries on 
PDS kerosene and domestic This mechanism 
involves periodic reduction in PDS kerosene 
allocation, increase in prices of PDS kerosene and 
domestic LPG from time to time, and mopping up a 
portion of the incremental revenue accruing to 
ONGC/OIL from production in those blocks. 
From the results we have the following findings: 
 The rural households uses fewer cylinders 
than urban people 
 The consumption expenditure in urban 
areas is more than Rs.3000 per month 
on an average 
 The domestic LPG Consumption is more 
in Urban than Rural  
 LPG is used as main source for cooking in 
Urban Areas. 
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